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Vf NCENT  ROBERTS,  a former American official in the Organization for Economic Cooperation and Development
Representatives  of 130 countries, rich and poor and more poor,
some with market economies  and others planned  centrally,
were to meet in Rome November  5-1 6 to discuss what could be
the century's most critical concern-world hunger. Among those
expected  to gather around the conference table at the United
Nations (UN) Food and Agricultural  Organization (FAO) head-
quarters  were the nine EC member states plus, in observer
status, the EC Commission.
The World Food Conference  was called for by the UN General
Assembly  in December  1973. Planning  and logistics were as-
signed to the Geneva-based  UN Economic and Social Council.
Staff employees  of the United Nations and of its specialized
agencies,  including FAO, were assigned to develop  what be-
came a large-scale pile of background documentation. Although
ponderous  and repetitive in parts and largely impersonal on a
subject that is anything but, the literature nevertheless  is
packed with new and meaningful data.
The assessment paper on hunger and food shortages in de-
veloping countries is a stark document.  At stake, figuratively
looking over the shoulders of conference delegations, are 460
million people, 40 per cent of them children, in varying stages of
malnutrition. These are the millions whose daily intake of pro-
tein is well below the "minimum allowance"  of 60 grams set by
food scientists of the US Department  of Agriculture. This is the
world of nutritional deficiencies that account for crippling rick-
ets, anemia, endemic  goiter, cretinism, and parasitical diseases
found in vast areas of Asia, Africa, and South America. In the Far
East, 100,000 children go blind each year due to a lack of vita-
min A in their diet.
HARD QUESTIONS  OF HOW
World hunger is hardly a modern  phenomenon.  But it is hunger's
present-day  dimensions  that have aroused the hard questions
of how it occurred and how to conquer it. In 1970 world stocks
were ample and food aid flows from developed countries, mainly
United States, Canada, and Western Europe, reached  $1 .5 bil-
lion. In 1972 the situation changed, when food production de-
clined for the first time in 20 years. That year the all-important
production of cerals (wheat, coarse grains, and rice) fell by 33
million tons, at a time when merely keeping up with world de-
mand called for an increase of 25 million tons.
The story of food production shortfalls, especially cereals,
reads like an old-fashioned melodrama.  ln 1972 adverse weather
conditions, ranging from drought to floods to fickle monsoon
rains, struck simultaneously in growing areas in Australia,
China, India, the African Sahel, Southeast  Asia, and the Soviet
Union. And that was the year that the Soviet Union abandoned  a
traditional  policy of austerity in poor-harvest  years and went out
on the world market to buy grain, mainly  400 million bushels of
wheat from the United States.
At the same time, the United States gave up its surplus cereal
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management  system. For years the US Government  had bought
and stored over-produced supplies in the interests of stabilizing
prices and world trade and at the same time, beginning in 1954,
had provided large shipments  of food aid to developing coun-
tries under Public Law 480, over $1 billion worth in 1970 alone.
As cereals became scarce, wheat prices began floating upward
from $70 a ton in 1972to a peak of $220 a ton in February  1974.
It also meant a sharp cut-back in food aid. Developing  coun-
tries, those who could, had to buy their imports at world mar-
ket prices.
Meanwhile,  demand  in high-income nations lor cereal-fat-
tened livestock increased rapidly. ln the United States and
Canada cereal consumption today is 800 kilograms per person,
only 90 kilograms of which is eaten directly, the rest going to
livestock feeder lots. In Japan between  1969 and 1972, meat
consumption rose by 60 per cent.
In the developing countries food production had been on the
increase  during the 20 postwar years. ln 23 countries the annual
rate of growth had met and in some cases surpassed the UN
"Development Decade Two" target of 4 per cent. In fact, foodproduction generally had increased at the same rate as in de-
veloped countries-only the rate of consumption was different. 
Simply put, in developing countries, there were more people to 
feed. Whereas the rate of increased demand in developed na-
tions was an annual 2.5 per cent, in poor countries it was 3.5 
per cent due to the rapid acceleration of birth rates. In develop-
ing countries the geometric progression of births reached an 
annual 70 million. 
Population increases were not on the agenda for discussion at 
the Rome conference. In any case, largely the same countries 
debated the subject last summer in Bucharest pretty much to a 
draw. Developed countries wanted poor nations to reduce their 
family sizes; and the latter claimed that quality of life produced 
by more rapid economic and social development is the more 
cogent force in population control. 
In major part, the development and application of the "Green 
Revolution's" high-yield seeds accounted for developing coun-
tries' increased rates of food production in the Sixties and into 
the present decade. However, the introduction of new technolo-
gies depended upon ample irrigation, either through rainfall or 
ground water supplies, and especially on availability of large 
quantities of fertilizer. Whatever the reduction of petroleum pro-
duction and quadrupling of prices for crude oil may have done 
to the world economy, the scarcity of nitrogen-based fertilizer 
imports for developing countries is just as real. FAO has esti-
mated that in 1973-74 fertilizer supplies declined by 1.5 million 
tons below needs. That cut-back reduced cereal production by 
12 million tons in a single year. 
MAIN THEME, SAYS COMMISSION 
In 1972 developing countries imported 16 million tons of food, 
net. Based on present production and demand trends, the im-
ports in 1985 would, theoretically, be 85 million tons at a cost of 
about $17 billion-clearly out of the developing countries' reach. 
The alternative is to engineer a rapid expansion of production in 
the developing countries themselves-agenda item number nine 
on the conference program and what, according to the EC Com-
mission, should be a main theme of the conference. 
The Commission's communication to the nine member states 
prior to the conference noted the Community's priority to de-
velopment aid that increases local crop and stock farming. The 
Commission says the Community should also draw on its farm 
technology and applied agronomic experience in helping the 
developing countries. To reduce seasonal price fluctuation in 
the "Third World," a concerted storage program should be 
drawn up. 
The UN preparatory conference document on this subject 
called for increased investment of money, manpower, research 
and, for the recipient governments, political will. Rural develop-
ment strategy, while vastly complicated and dependent upon 
an understanding of the social conditions in which people live, 
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Rodewa/t, The Albertan, Canada. 
"Oh no, Mr. Waldheim, this isn't bread tor the hungry world-it's pills." Sac, Allge-
meine Zeitung, Mainz, Germany. 
demands for success the "involvement of people and particular-
ly the small farmer and landless worker." The document asked 
governments of both donor and recipient countries to organize 
these millions of people in rural areas into "viable institutions" 
through which they can be taught to improve their land, to con-
trol and manage water supplies, to apply new seed technologies, 
and gradually to diversify their cropping practices. 
Priority, the document said, should be given to enlarging fer-
tilizer production capacity to meet an increased need of 22 mil-
lion tons by 1980. The plan called for an increased capacity for 
fertilizer production in the developing countries atld more effi-cient use of those plants now in operation. However, any ex-
pansion may depend on the outcome of the current debate over 
petroleum prices. 
UN Secretariat documents estimated that financing for in-
creased food production programs in developing countries 
would need augmenting from the current $1.5 billion a year to 
$5 billion by 1980. Part of this increase could be expected to 
come in loans from the World Bank Group (International Bank 
for Reconstruction and Development and its soft-loan affiliate 
the International Development Association). This is not expected 
to exceed $2 billion a year, itself an optimistic figure. Other 
multilateral organizations could be expected to help finance the 
programs, and a substantial amount might be confidently ex-
pected from oil-producing countries. 
EMERGENCY EC AID 
According to Ambassador Edwin M. Martin, former chairman of 
the Organization for Economic Cooperation and Development 
(OECD) Development Assistance Committee in Paris and now 
director of US preparations for the food conference, the US 
Administration has requested an increase in appropriations for 
developing countries' food production to go from last year's 
$285 million to $675 million in fiscal year 1975. For food aid 
shipments, Martin said the requested commodity-aid cost in the 
budget for PL 480, at expected prices, could reach $1.8 billion 
in 1975. 
The European Community's future aid figures were not yet 
formulated, but so far in 1974 the EC Development Fund trans-
fared $270 million in food aid through the UN High Commission 
on Refugees and the International Red Cross. 
Additionally and significantly, the Community decided Octo-
ber 3 to give $150 million in foreign aid to the developing coun-
tries hardest hit by the oil crisis. Approximately $30 million 
will go to the UN special fund tor these countries, and the re-
maining $120 million will be sent, mainly in the form of food aid, 
directly by the Community. The $150 million is a first installment 
of a contemplated $500 million in answer to a UN emergency 
appeal. 
Also scheduled on the conference agenda was a proposal for 
an "international undertaking on food security." Storing of 
massive amounts of grains and other commodities, while 
needed to stabilize prices and provide flows of emergency food 
aid to developing countries, is a costly capital investment, as 
the US Government has found. International agreement would 
obviously ease the burden, and conference preparatory sessions 
gave initial approval to some form of a FAO stockpiling plan. 
Whether the national storage programs would be a governmen-
tal responsibility or left to private interests remains to be 
decided. 
The EC Commission, in its communication to the Council, 
registered support for the FAO proposal, in particular a cereal 
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Niger River tributary. 
stock of 500,000 tons. The Commission also said the introduc-
tion of a system of "alert and information" on contingency 
planning (suggested by Japan) would be worthwhile, together 
with new methods of assessing the world food situation by 
specifying problems on a product-by-product and region-by-
region basis. Such action, however, the Commission said, 
should be based on effective coordination by existing bodies 
and not by a new organization. 
But conference organizers have proposed that delegates 
approve setting up a new institution called the "World Food Au-
thority," with a permanent council and board of executive direc-
tors, to carry out follow-up action on decisions made at the 
conference. This new body would have charge of channeling 
funds "through existing agencies and assist in financing na-
tional stocks and food aid requirements." 
A final item for discussion in Rome, one with which hardly 
anyone would quarrel, would be to find new ways of improving 
the nutrient quality of food consumed in developing countries. 
New objectives would be set for feeding programs, consumer 
education, and food fortification. Agencies such as the UN 
International Children's Emergency Fund (UNICEF) and volun-
tary organizations like CARE have already begun using protein-
fortified foods in supplies sent to feed millions of children in the 
Third World. 
Some 72 volunteer organizations in the United States, affili-
ated with similar groups in Western Europe, have mounted a 
joint program to collect funds for food aid and to inform the 
public of the importance of the World Food Conference in Rome. 
So, for 11  days at least, world hunger will be given stage-center 
treatment. lnllation Climbs the "Heel Mountain" 
Agricultural Crisis Hits European Community 
BILL DROZDIAK, a former American journalist now working in Brussels for the EC Commission 
Spending seemingly more time on the roads than in the fields, 
European farmers in recent months blocked traffic with their 
tractors, dumped milk into sewers, and sold fruit and eggs out-
side supermarkets at prices below production costs. Caught in 
an income squeeze by rapidly rising costs and falling market 
prices, the farmers as a group seemed destined to become this 
year's most serious casualty of inflation, and none were losing 
more than the cattle breeders. 
After the prosperous year of 1972, when meat shortages and 
high prices brought large profits, beef farmers began to increase 
the size of their herds to take advantage of a special EC pro-
gram designed to enlarge Community beef production, a move 
initiated at French request in December 1972. The European 
Community had always been a large importer of beef while pro-
ducing vast surpluses (or "mountains") of grain and dairy prod-
ucts, so switching the emphasis to beef seemed a good way to 
save on foreign exchange and avoid such political embarrass-
ments as last year's sale of butter below market price to the 
Soviet Union. 
A special intervention plan was introduced for beef, allowing 
farming authorities to purchase all unsold meat with payments 
from the common farm fund if market prices fell too far. Thus, 
farmers were assured of a guaranteed income and confidently 
began breeding cattle destined  for Community slaughterhouses 
on a massive scale. Some complaints were voiced by third 
countries which had been consistently supplying beef to the 
Community in the past; but with demand running strong, the 
Community felt that Western Europe's growing appetite for beef 
could accommodate nearly all suppliers. 
FUEL AND FERTILIZER HIKES 
Last winter, however, as consumers began to feel the pinch of a 
recession and started buying less expensive meats, overall de-
mand for beef gradually slackened. Intervention agencies were 
called upon to perform their duty and absorb the unbought beef. 
By June over 130,000 tons of beef were on ice in Community 
storage refrigerators. In August all available space had been 
exhausted. German intervention agencies turned farmers away, 
while the French and the Irish thought of sending surpluses to 
Spain and hiring refrigerated ships to keep the excess beef 
anchored offshore. 
Concurrent with the falling off in consumer demand for beef 
was the astronomical rise in production costs for beef breeders, 
affecting every phase of the production cycle. Fertilizer costs 
soared when Morocco, controlling 80 per cent of the world ex-
port market in phosphates, decided to follow the example of the 
petroleum producers and impose major price increases. After 
hovering around $14 a ton for several years, the phosphate fer-
tilizer price rose to $63 a ton, increasing its share of the average 
European farmer's budget from 4 per cent to more than 11  per 
cent. 
6  EUROPEAN  COMMUNITY NOVEMBER 1974 
With fuel costing four times the amount it did two years ago, 
the operation of farm machinery became increasingly expensive. 
Livestock feed costs were fluctuating wildly and generally were 
expected to increase because droughts, and then an early frost, 
in the American Midwest sharply curtailed grain production 
{see European Community No. 180, page 16). 
By September, farmers began to fear that the market situation 
for beef was hopeless. Believing that the high production costs 
would continue to nullify any chance for profit, farmers started 
slaughtering their cattle en masse and selling off their calves. 
At some British auctions for calves, the going price was 50 
pence {$1.15) a head; in the sellers market two years ago, a calf 
cost 50 pounds ($57.50). 
DIPLOMATIC HEADACHES 
With excess beef bulging from every storage refrigerator door 
and the once-popular beef policy now in shambles, the Com-
munity during the summer imposed an import ban on beef until 
November 1, and possibly beyond. For years one of the world's 
largest meat importers, taking in over 1 million tons of beef from 
third countries in 1973, the Community suffered diplomatic head-
aches over its sudden reversal of policy. 
After being encouraged by the Community to produce more 
beef for export last year when its EC trade agreement was re-
newed tor another five years, Yugoslavia became one of the 
first to lodge a protest by claiming that its farmers were being 
asked to shoulder a major part of the EC burden of farm trou-
bles. Beef comprises one-third of Yugoslav exports to the Com-
munity and, with tourist revenue falling substantially, provides 
an important source of foreign exchange. Some Yugoslav offi-
cials did not miss the opportunity to remind the Community that 
such unpopular policies could force them to turn to the East 
Bloc's Council for Mutual Economic Assistance {COMECON) for 
more favorable and consistent trade arrangements. 
Addressing the Australian National Press Club in Canberra in 
early September at the start of a six-week, official visit to Aus-
tralia, New Zealand, and Southeast Asia, Commission Vice Pres-
ident Christopher Soames claimed that despite the EC beef em- . 
bargo, which has slammed the door on Australian beef exports 
to Europe, the European Community remains committed to ex-
panding world trade in agricultural products. Soames reassured 
his audience that the import ban on beef is only a temporary 
measure designed to reduce surplus EC beef stocks, estimated 
at 210,000 tons. Soames welcomed the recent initiative of the 
Australian Government, which had called for international dis-
cussion of the medium- and long-term prospects of the beef 
sector. 
On September 17, however, Australia and other major beef-
exporting countries-Argentina, Brazil, Columbia, New Zealand, 
Paraguay, Uruguay, and Yugoslavia-delivered an official com-
plaint against the EC beef embargo. The following week EC Agricultural Commissioner Petrus J. Lardinois indicated that 
the Commission would hold consultations with these countries 
to establish a stable beef export-import program. 
The complaint lodged by the beef exporters claimed: 
•  that the EC import ban had seriously disrupted their 
economies 
•  that the EC had acted without prior consultations, thus violat-
ing the General Agreement on Tariffs and Trade (GATT) as well 
as certain trade agreements with certain members of the group 
•  that the EC decision, coupled with subsidies to EC beef farm-
ers, had provoked further downward pressure on prices 
•  that the Community had contradicted its previous affirmations 
of free trade policy, creating a precedent which may encourage 
protection  ism. 
Commission President Frangois-Xavier Ortoli and Commis-
sioner Lardinois, while meeting with the ambassadors of the 
beef-exporting nations, admitted the justification of the group's 
protest but also said that a lifting of the beef import ban would 
. have to be linked to a new import plan to ease the EC beef sur-
plus. Since Japan also imposed a ban on foreign beef, observers 
believed that the Community was receiving pressure from Amer-
ican farm officials to resolve the worsening beef situation in 
Europe. Australian and Argentinian beef was being diverted to 
the United States in absence of the traditional European market, 
thereby aggravating US surpluses. 
""-
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STORMY DECISION 
Coupled with the import embargo, the EC Council approved a 
British proposal for a different system of beef support which 
would reward farmers for slaughtering their cattle in times of 
scarcity. But these subsidies only led to further decline in auc-
tion prices, inducing member states to embark on selfishly na-
tional policies. France, followed by Belgium, Luxembourg, and 
Holland, announced that special premiums would be paid to 
farmers with small herds of cattle, in the hope that such aid 
would help the small farmer weather the beef crisis until the 
market situation stabilized. 
More recently, the Council enacted a 5 per cent increase in 
all farm prices. But the decision, reflecting the agricultural sit-
uation in general, had a stormy going. 
The Commission had proposed a 4 per cent increase, but 
farmers claimed that only an increase approaching 8 per cent 
would enable them to stay ahead of inflation. They backed their 
claims with a protest involving an estimated million farmers 
throughout the Community on the eve of the September 18-20 
Council of Agricultural Ministers meeting (see European Com-
munity No. 180, page 3). The 30-hour marathon Council session 
hammered out a 5 per cent compromise. But the Germans re-
served final commitment until a full meeting of their national 
cabinet discussed the issue. 
On September 23 the Germans rejected the 5 per cent in-
"Do you have anything In the beet mountain 
"The new German agrarian course." Bac, Frankenpost, Hot, Ger-
many. 
· "Well, yes, as a matter of tact, we  do have a small  range, preferably overlooking a wine lake?" 
beef surplus." Waite, The Daily Mirror, London.  Aud/ey, Sunday Telegraph, London. 
7  EUROPEAN  COMMUNITY NOVEMBER 1974 Farmers block the Paris-Chantilly highway with tractors as part of a Community-wide 
protest September 16  against sagging farm prices. 
crease, and what had been simply an agricultural crisis became 
a crisis calling into question the whole European Community. In 
the end, on October 2, the Germans agreed to the 5 per cent 
farm increase on the condition that the Community's entire com-
mon agricultural policy be reformed. 
The major concern among agricultural officials remains the 
menace of a worldwide beef surplus next year and that neither 
subsidies, premiums, nor intervention price increases may be 
Brussels police and protesting farmers outside the Community's Charlemagne Building 
September 3  while EC  agricultural ministers meet inside. 
8  EUROPEAN  COMMUNITY NOVEMBER 1974 
sufficient to avoid such a situation. Large beef exporters such as 
Australia, Yugoslavia, and Argentina have also been building up 
mountains of beef surplus as former export markets have begun 
to close doors. 
AMERICAN PARALLELS 
Recent history has shown that governmental attempts to control 
supply situations during inflationary periods are rarely success-
ful and may aggravate market conditions. During the beef short-
age late last year in the United States, cattle farmers refrained 
from slaughtering their beefin the belief that prices would rise 
greatly once the government-imposed wage and price controls 
were lifted. During that time consumers turned to cheaper re-
placements for beef, and demand continued to fall off once con-
trols were removed and normal levels of slaughter continued. 
Supplies returned to previous levels and eventually evolved into 
a surplus from which the US beef market has not yet recovered. 
Although many consumers blamed the farmers for provoking 
their own losses by their conduct during the period of wage and 
price controls, some economists pointed out that the US farmers 
had acted in an economically rational way and that the fault 
rested with the US Government for disrupting the normal inter-
play of supply and demand in the determination of prices. 
In the European case, resolving the problem of a surplus beef 
market and providing the consumer with fair prices may lie in 
reducing the number of middlemen. Beef supplies pass through 
five or more wholesalers and retailers before being made avail-
able to the final consumers, with each middleman taking his 
profit. In the United States, extensive profiteering is limited by 
the integration of highly efficient beef processing plants. With 
10.2 per cent of its population still in the agricultural sector, the 
European Community is far from approaching former Commis-
sion President Sicco L.  Mansholt's vision of a 6 per cent farm 
population by 1980. 
For the short term, however, international trade arrangements 
for beef will have to be made quickly. As mentioned, Australia 
launched an initiative to hold emergency international discus-
sions about the medium-term prospects of the beef sector, 
where a world crisis could erupt long before future GATT talks 
reach the sensitive topic of agricultural policies. A first meeting 
of the major beef producers was scheduled October 15 in Wash-
ington. 
What the Community plans to do with its "beef mountains," 
both on land and at sea, is still open to speculation. Rumors 
persist in Brussels that 50,000 tons of beef have been shipped to 
the Soviet Union, more discreetly than last year's butter moun-
tain. A more noble gesture might be to pack some of the excess 
beef into cans for food aid to drought-stricken and disaster-
ridden countries (see page 3), especially in a world situation 
where, as Eighteenth Century Scottish poet Robert Burns said: 
" ... Some hae meat, and some canna eat." turn[0a|| Pilliamel|l c0|||0$ l0 lfa$||irul0||
Multinationals,  Eastern Mediterranean,  and US-EC Relations Focus Parliamentary Exchange
Prcsident  Genld R. Fod welcomes  Eutopean  Pailiament delegation to the White  House.  Flanking  Prcsident Ford ate: (left, in ptotile) Jers Ollo Kng, head ol the EC Wash-
ington oltice, and (tight, lorcgrcund) Piefte-Benad  Cousta,  vice Nesident  ol the European  Patliament  and leader ot its delegation to Washington.
Joint public hearings highlighted the sixth official exchange be-  Thomas Enders, Deputy to the Assistant Secretary  of Treasury
tween representatives  of the US Congress and the European for International Tax Policv Nathan Gordon.  Massachusetts
Parliament  (EP) in Washington  September  16-1 8. The hearings Institute of Technology Professor  of International Economics
covered multinational corporations and the situation in the east- Ron Mueller, Exxon Executive  Vice President  Emilio Collado,
ern Mediterranean. Caterpillar Public Affairs Manager  Byron De Hahn, Pfizer Phar-
The 16-member EP delegation was led by Frenchman Pierre- maceutical Public Affairs Director Ted Littlejohn, and Interna-
Bernard Coust6, EP vice president and member of the Parlia-  tional Union of Electrical, Radio, and Machine Workers (AFL-
ment's Progressive  Democratic group. Organizing the visit on  CIO) Assistant President  George Collins. Leonard Woodcock,
the American  side were Rep. Donald M. Fraser (D-Minn.), chair-  president of the United Automobile, Aerospace,  and Agricultural
man of the House Foreign Affairs Subcommittee  on International lmplement  Workers  of America, submitted a written statement.
Organizations  and Movements, and Rep. Benlamin  S. Rosenthal The hearings  on the situation in the eastern  Mediterranean
(D-NY),  chairman of the Foreign  Affairs Subcommittee on Eur-  heard Ludwig Fellermaier, vice chairman of the EP Socialist
ope.  group, from Germany,  report on the European Community's  ac-
The first official EC-US parliamentary exchange  took place in  tions to aid return of parliamentary democracy to Greece and to
January 1972, when Congressmen traveled to Luxembourg,  site  lower tensions in the Cyprus crisis. Rosenthal  reported on his
of the European Parliament's  Secretariat. The exchange  now oc- recent contacts with Greek and Turkish Government  circles.
curs twice a year with an EP delegation  traveling to the United  The EP members stressed the Community's  willingness to "de-
States and a Congressional  delegation visiting Europe. Last
March the exchange  was held in Florence,  ltaly.
"Of the four sessions  I have been privileged to attend, this
frank and stimulating talks was higher than ever before."
EXPERT WITNESSES
freeze" the Greek association agreement  when free democratic
elections and basic human rights are restored in that country
(see page 19 ).
Americans."  Also discussed  were the security implications of
Greece's  withdrawal from the North Atlantic Treaty Organiza-
tion's military structure.
lthe most recent session] has been the best and most productive  An animated  debate emerged  over the question of withdraw-
one," said House Foreign Affairs Committee  member Sam M.  ing aid to Turkey. On this point, House Foreign Affairs Commit-
Gibbons  (D-Fla.), who hailed the joint hearings as a "break- tee member Peter H. B. Frelinghuysen  (R-NJ) said: "More wis-
through."  Coust6 said: "The level of understanding during these dom has been expressed here by the Europeans than by the
Testifying before the joint hearings  on multinationals were gov-  In addition to the joint hearings, the parliamentarians met in two
ernment, labor, business, and independent  expert witnesses:  plenary  sessions to hear and discuss papers on political and
Assistant Secretary  of State for Economic and Business Affairs  economic aspects of European-US  relations. Papers were
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chairman of the EP Conservative group, and Christian de Ia 
Malene (France), member of the EP Progressive Democrat 
group.  The papers, and subsequent discussions, stressed the 
need for continued and ·intensified consultation and cooperation 
between the United States and the EC "Nine". 
On the final day in Washington, the EP delegation met with 
President Gerald R.  Ford at the White House. Jens Otto Krag, 
head of the EC Washington office, accompanied the parliamen-
tarians to the White House. The President "emphatically re-
stated" that "dedication to allies" has top priority in US  policy. 
Administration officials who met with the EP delegation in-
cluded: Secretary of State Henry A.  Kissinger, Counselor to the 
President for Economic Policy Kenneth Rush, Secretary of 
Commerce Frederick B.  Dent, Secretary of Agriculture Earl L. 
Butz, Under Secretary of Treasury for Monetary Affairs Jack F. 
Bennet, and Assistant Secretary of State for European Affairs 
Arthur A. Hartman. 
Questions and Answers at Joint US-EC Public Hearings on Multinationals 
Peter Michael Kirk (EP Conservative Group): . .. I know of 
very few cases where multinational companies outside the 
United States re-import into the United States, which would 
be the only case, as I understand it, that could have an impact 
on US employment itself. 
And, secondly, have you considered the employment posi-
tion that arises outside the United States as a result of activi-
ties of multinational companies? As you know, in my country, 
in the United Kingdom, the greater part of the motor car in-
dustry is now in the hands of American companiP,s. Whether 
this is a good or bad thing, I won't go into  . . .. f.Jt the threat 
of unemployment is not a threat to employment to anyone in 
Detroit, it is a threat to employment to people in Glasgow, 
which happens to be the district I represent, and therefore a 
matter of some concern to me. 
[Thirdly] ...  in certain industries a low-wage cost economy 
is more effective. I am thinking particularly of the textile in-
dustry, which we have in the United Kingdom, and I don't 
know if the position is made the same in the United States to 
run down our textile industry in order to accommodate the 
textile imports like Hong Kong or Bangladesh, where there is 
an unemployment rate, not 5 per cent as here or 2.5 per cent 
as in my country, but of anything up to 40 per cent. And 
surely part of the interest, both of labor and management, is 
that this type of industry should be supported in order to give 
employment in the less developed countries  .... 
George Collins (International Union of Electrical, Radio, and 
Machine Workers, AFL-CIO): ... There is a measured loss of 
one million job opportunities in the United States, in many 
cases traceable not only to the export-import imbalance, the 
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Peter Michael Kirk (left), chairman of the EP Conservative group, and Rep.  Peter 
H.  B. Fre/inghuysen (R-NJ) pause lor lunch during joint hearings. 
diminishing balance of trade that the United States has gone 
through in the past period of time, but also to the practice of 
the multinational corporations equally  ..... 
In the electrical-electronics field there is an example where 
jobs have been transferred out of the United States into many 
areas of developing sectors of the world-countries such as Besides Couste, Fellermaier, Kirk, and de Ia Malene, the EP 
delegation was comprised of: Jan Baas (Netherlands), vice 
chairman of the EP Liberal and Allies group; Giovanni Boano 
(Italy), Christian Democratic group; Gerard Bordu (France), 
Socialist group; Horst Bruno Gerlach (Germany), Socialist 
group; Roger Houdet (France), Liberal and Allies group; Edgar 
Jahn (Germany), Christian Democratic group; Erwin Lange 
(Germany), Socialist group; Willem J. Schuijt (Netherlands), 
Christian Democratic group; Knud Thomsen (Denmark), vice 
Korea, Taiwan, Hong Kong, Singapore, Indonesia, Malaysia, 
and now into countries of South America. These are the jobs 
that the developing countries have determined as perhaps 
the entry jobs into industry  . . . . 
There are many examples ... where the American elec-
tronic companies set up shop in those Asian countries, and 
the production is not sold in the Asian sector, but rather is 
imported back into the United States for sale to the American 
consumer market. 
We might have indicated a degree of concern about the 
consumer perhaps benefiting from the lower costs of this 
production. This is not the case. Production, while it was at 
lower rates common to Asia, is not passed on and does not 
reflect the lower labor cost savings, but is transferred to 
maximize profit. 
Now, I again state that there are many examples in the 
United States where ... there are many people that need a 
chance to get into the industrial mainstream. They need these 
jobs just as much as anybody else needs them in any other 
part of the world, and for runaway American industry to de-
prive Americans of that opportunity to get out of the ghettos 
in the black communities, to get out of the barrios in the 
Spanish-American, Spanish-speaking communities in the 
United States, where there is high unemployment and,high 
incidence of poverty, is to fraudulently turn your back on a 
problem. 
To fill us with these high-sounding propositions and codes 
of ethical international business conduct, to elevate their 
mission to the developing of the Third World as some sancti-
fied mission that they are embarking under, and to turn their 
back on the problems that we have in the cities in the United 
States where there is unemployment and poverty, to me is 
not a solution that is an honest one. 
We have these problems and we have to deal with them, 
and that is why I thought at the outset that if it gets down to 
what to do about the multinational corporations, and their 
practices, that we must regulate them on a domestic basis 
first before we go launching into a higher plateau of regula-
tion internationally. 
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chairman of the Conservative group, and Mario Vetrone (Italy), 
Christian Democratic group. 
The parliamentary exchange concluded with a visit to San 
Francisco September 19-20 by the EP delegation for talks with 
local political, civic, and business leaders. House Foreign Af-
fairs Committee member Leo Ryan (D-Calif.) played host to the 
Europeans on their California trip. 
Reports of the EC-US parliamentary proceedings are avail-
able from the House Committee on Foreign Affairs. 
Ted Littlejohn (Pfizer Pharmaceutical Corporation): ... As I 
understand it, about 3-4 per cent of American production 
abroad of American multinational companies is imported into 
this country, which is very, very small. Now, it is quite true, 
as Mr. Collins suggested, in certain fields it is important to 
workers .... 
Wouldn't it be rather better in terms of the general struc-
ture and trends that I have described to encourage what is 
happening in the United States now, namely, foreign com-
panies investing here and creating jobs here-in other words, 
go with the strong trend of economic forces, rather than in-
terfere with them. [See European Community No. 179, page 
9.]1t seems to me that it is a much more direct route to pro-
vide jobs, than to introduce general regulations to deal with a 
problem that is relatively small. 
Bryon De Hahn (Caterpillar Corporation): ...  My company is 
among those who have been accused of exporting jobs, so 
let me answer your question, if I may, in a United Kingdom 
context. We have three plants in the United Kingdom, one at 
Glasgow, one at Leiston, and one at Newcastle. Employment 
currently stands at some 5,000 people, so this is a large, new, 
and successful operation. 
We are exporting about 70 per cent of our British-made 
product. Virtually none of that is coming back to the United 
States. So it makes a very fine contribution to the British 
balance of payments. 
Now, an interesting thing has happened. As this United 
Kingdom operation has grown, our exports from the United 
States have also gone up, and gone up very steeply. Last year 
we exported from the United States to the United Kingdom 
some $47 million worth of tractors and products. So, this is a 
win-win situation. It is good tor the host country, and it is 
good tor the United States. 
As we have invested abroad, and as I have indicated we 
have done so very substantially, over $400 million worth of 
our exports have gone up to the point that some 40 per cent 
of our US work force is now directly dependent on those 
exports. Meellnu on Money (and or Minds?) 
Europeans and Americans Exchange Views at IMF Talks 
MARINA GAZZO, Italian journalist who reports from Washington 
Inflation and oil, not long-range monetary reform, dominated the 
annual meeting of the International Monetary Fund (IMF), 
September 30-0ctober 4,  in Washington. Talk of a worldwide 
depression was frequent. 
"The responsibility for making sure that the tragedy of the 
Thirties is not repeated in detail over the next few years rests on 
us collectively, the finance ministers and central bankers 
gathered in this room today," said British Chancellor of the 
Exchequer Denis Healey at the opening of the IMF Board of 
Governors meeting. "Posterity will not forgive us if we fail in 
this responsibility." 
The responsibility was met, at least in part, with the establish-
ment of an  "Interim Committee" to tackle the problem of "petro-
dollars," including the best ways to recycle them.  In the jungle 
of committees and groups that report, appraise, and decide 
monetary matters, the new committee will also, of course, con-
tinue the Fund's long-term reform work. 
At its next meeting, on January 15-16 in Washington, the In-
terim Committee will make suggestions "on the possible need 
for additional arrangements, including enlarged financing ar-
rangements through the Fund," to meet the oil problem. These 
arrangements are known as the "oil facility." 
In the meantime, at the IMF annual meeting, there was no lack 
of suggestions. But a consensus on practical measures failed to 
emerge. In particular, the main potential contributors to en-
larged financing arrangements-the oil-exporting countries-
did not give a positive response. Moreover, the only two oil-con-
suming countries that could afford to make similar ·contributions 
-the United States and Germany-made it clear they did not 
intend to do so. 
DIFFERENT ANALYSES, DIFFERENT SOLUTIONS 
As the suggestions we-re rich in quantity, so too was their variety 
in substance. The analysis of the relevant elements in the pres-
ent crisis-pricing, conservation measures, deficits-differed 
from country to country, with varying emphasis on one or an-
other factor, and with therefore different solutions advised. 
On the price front, for example, the EC countries, in contrast 
to some recent US public statements, wished to avoid what 
could be interpreted as any kind of confrontation with oil-ex-
porters, while at the same time improving the means available 
to balance the oil deficits. (France, in particular, has always op-
posed anything resembling an oil-consumer "carte-l.") Realism 
and moderation seemed the theme for the EC countries, even if 
some of them have made clear further oil price increases would 
be intolerable. This theme also ran through the discussions of 
the "Five" (Britain, France, Germany, Japan, and the United 
States) two days before the Fund meeting. 
The  International Monetary Fund (IMF)  opens  its  annual meeting in  Washington (left to  right): German Central Bank Vice President Otmar Emminger, US Treasury Under 
Secretary tor Monetary Affairs Jack  F.  Bennett, Italian Central Bank Vice  President Rinaldo Ossola, US Treasury Secretary William E.  Simon, ltafian Treasury Minister Emifio 
Colombo, Italian  Central Bank  President  Guido Carli, and IMF Managing Director Johannes Witteveen. 
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Finance Minister Hans Apel, "unrealistic." A substantial cutback 
in oil consumption  "would not ne·cessarily bring prices down." 
He acknowledged that drastic conservation measures would 
probably not be understood by the German public, which suf-
fered fewer restrictions than other countries during the oil pinch. 
At the other extreme, Italy, with an economy verging on bank-
ruptcy, cannot ignore the price factor. While-insisting on the 
necessity of "negotiation" and "cooperation," Italian Treasury 
Minister Emilio Colombo stated: "If we don't want the interna-
tional monetary system to be disrupted, with negative conse-
quences for all the members of the international community, 
particularly the poorer and the weaker, we must aim at agree-
ments between consumers and producers, so that the oil price 
will be assessed at levels acceptable for the world economy." 
The negotiations to that effect should take place, according to 
Colombo, "within international institutions or institutionalized 
groups  ....  The new Interim Committee of the Fund seems to be 
the most appropriate forum for these important discussions." 
Britain's Healey, while admitting that "conservation must be a 
major element in our approach," voiced fears that, "if we were 
to limit our imports of oil to what we can pay for year to year 
by exports, we would create bankruptcy and unemployment on 
an unprecedented scale." 
France's intention to cut its oil i·mport expenditures by 10 per 
cent in value was generally welcomed by the IMF delegates as a 
first step, both concrete and firm. But a certain skepticism was 
evident: the French decision, which implies rationing, was an-
nounced on Paris' coldest October 3 in a century. 
RECYCLING PETRODOLLARS 
With the oil deficit estimated at $60-$80 billion this year, re-
cycling of petrodollars was seen as a more immediate goal than 
conservation. Said Healey: "We must accept deficits on our bal-
ance of payments of a magnitude hitherto unthinkable, and we 
must finance those deficits by borrowing." If oil-importing coun-
tries tried to eliminate their overall current account deficits in 
the short run, they would "only reallocate the deficit" among 
themselves, Healey warned, which might lead to a serious con-
traction of world trade and economic activity. 
How should these countries, then, cover their "inevitable" 
(Healey's adje·ctive) balance of payments de· ficits? The Chan-
cellor of the Exchequer had a suggestion-approved, in prin-
ciple, by his EC partners and by the United States-the estab-
lishment of an oil facility much larger than the existing one. (This 
year, countries like Abu Dhabi, Kuwait, Libya, Saudi Arabia, Iran, 
Venezuela, and Canada have made available $3.4 billion for the 
countries with big oil deficits.) Through this enlarged facility, 
Healey said, "a significant proportion of the petrodollar surplus 
can be firmly invested in an international organization so that we 
have a basis on which we may cooperate ove·r the distribution of 
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World Bank President RobertS. McNamara (lett) and Italian Treasury Minister Emilio 
Colombo (right). The  World Bank, or International Bank tor Reconstruction and De-
velopment, held its annual meeting simultaneously with the  IMF meeting. 
finance between the consuming countries." Jean-Pierre Four-
cade, French Finance Minister and EC Council President, 
agreed with Healey that "the Fund obviously constitutes the most 
appropriate channel for recycling" and that "lending operations 
...  should be expanded." But Fourcade reportedly called for 
reduction of the probable amount of this new facility from 
Healey's $30 billion to a maximum of $10 billion and most likely 
$5 billion. 
On the whole, even the countries which favored a substantial 
enlargement of the oil facility also preferred, in the words of 
Healey, "a variety of mechanisms to supplement what the mar-
kets can achieve by themselves." Others seemed to have more 
confidence in the "remarkable capacity" of financial markets "to 
intermediate between surplus and deficit countries" (Germany's 
Apel), and in the adequacy of existing financial arrangements 
that have "responded reasonably well to the strains of the pres-
ent situation" (US Treasury Secretary William E. Simon). But 
both Simon and Apel acknowledged that supplementary mech-
anisms should be carefully studied. 
"We must be prepared," conceded Jack F. Bennett, US Treas-
ury Under Secretary for Monetary Affairs, refusing to call "pre-
mature" the study of Healey's proposal. Apel, too, recognized 
the role of the Fund in the task of recycling petrodollars and in-
vited it to "make realistic proposals in due course." "Realistic," 
in Apel's te'rm, should not mean too ambitious, like Healey's $30 "He promotes inflation." Behrendt, Het Parool, Amsterdam. 
billion, but still much higher than the proposed EC bond issue. 
The EC asset to attract oil money was approved by the Council 
in principle last July for 2 billion units of account at 5-to-10-
year terms. (One UA equals $1.20635 at current rates.) 
DEVELOPING COUNTRIES AND INFLATION 
Fourcade, like all the EC finance ministers, stressed the "very 
special interest of the European Community in development 
problems." The oil crisis has been "more acute" for the develop-
ing countries, Healey said, but on a "much larger scale" for the 
developed countries. One encouraging step at the IMF meeting 
was the establishment of a new "Development Committee," or 
"Committee on the Transfer of Real Resources," that will deal 
with the problems particular to the developing countries. 
The "transfer of real  resources" was forcefully depicted by 
Hushang Ansary, Iran's Minister of Economic Affairs and Fi-
nance, who spoke of the past transfer from the rest of the world 
"to a handful of industrial countries ...  in the form of cheap 
oil and other cheap raw materials." He denied that higher oil 
prices have been the major cause of the Western world's "viru-
lent inflation." By his reckoning, oil price increases accounted 
for only 1.5 per cent of the industrialized world's average infla-
tion rate of 14 per cent this year. Germany's Apel also minimized 
the impact of oil on the overall increase of prices. 
As in the discussion of a larger recycling facility, inflation re-
ceived different interpretations from the different IMF dele-
gates. In the European Community, Germany remains, while 
having the lowest rate of inflation, inflation's most determined 
foe. "It is inflation and excessive cost increases that create the 
danger of recession, not policies of economic stability," in-
sisted Apel. He said that Germany, in "trying to remain an an-
chor of stability, is rendering a service to the international com-
munity in its struggle against inflation." Germany's present-day 
anti-inflation stance has a firm historical basis: In the early 
Twenties, German prices went up by the hour, and a coin was 
worth a half million marks. 
Like Apel, US Treasury Secretary Simon said he did not fear 
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Vadl/lo, Siempre, Mexico. 
an international recession caused by anti-inflation policies: 
"The world must concentrate its attention and its effort on the 
devastating inflation that confronts us." 
MONETARY REFORM 
Others, including IMF Managing Director Johannes Witteveen, 
continued to point to the risk of a worldwide depression. Healey 
spoke of "stagflation" or "slumpflation." Fourcade emphasized: 
"The idea that depression might be regarded as a means of 
achieving equilibrium is unacceptable." Colombo insisted on 
the importance of "not losing sight of the dangers of a higher 
rate of unemployment." 
A crisis like the present one-an unprecedented combination 
of oil deficits, inflation, and slowdown in the growth rate-could 
not in the end make a reform of the international monetary sys-
tem any easier to agree upon than formerly. 
Take the gold issue. True, the problem of gold has a top pri-
ority for the new Interim Committee, but Germany still considers 
a quick solution not very likely. For Italy and France, on the con-
trary, this problem needs solving soon. Italy aims at a "complete 
mobilization of the gold contained in official reserves." France 
believes that gold "should not be the object of a piecemeal ap-
proach" and that "central banks should be free to buy and sell 
gold at a price derived from the market." 
The debate on gold is far from finished, although some prog-
ress has been made (US Treasury Under Secretary Bennett 
said, for the first time, during the IMF meeting, that central banks 
might be allowed one day, after a transitional period, to buy 
gold}. The debate is expected to go on when the Interim Com-
mittee meets in Washington in January. 
Other problems temporarily put aside, like the quarrel on fixed 
or flexible parities, will also arise again as the postponed discus-
sion of the postponed reform of the monetary system resumes. 
Similar discussions will occur also among the EC "Nine" when 
they decide on the relations between what remains of the EC 
"snake" and the other European currencies (see European 
Community No. 177 page 1  0). BIU Money' small country  luxembourg Evolves Into Financial Capital 
ALPHONSE THEIS, economic editor of the daily newspaper Luxemburger Wort 
As an economically anxious world looks to Wall Street and Lon-
don for indications of financial things to come, attention also 
centers on the European Community's smallest country, the 
Grand Duchy of Luxembourg. 
The spectacular growth of Luxembourg as a financial center 
in recent years is illustrated by the number of banks located 
there-13 in 1955 and 77 today. No other financial center, except 
perhaps in the Mideast or Far East, has taken such rapid strides 
in so little time. And this growth is continuing. 
The presence of such prestigious names as the Banco di 
Roma, Bank of America, First National Bank of Boston, Bank for 
International Credit and Commerce, Credit Lyonnais, Union des 
Banques Arabes et Europeennes, Union de Banques Suisses, 
and Bank of Japan show the international character of these 
new establishments. Primarily, it is American, German, French, 
Swiss, Japanese, and Arab capital that is flowing into Luxem-
bourg. British banks, probably out of respect for London's finan-
cial tradition, have so far been reserved about locating in Lux-
embourg. Current rumors in the Grand Duchy say that the Soviet 
Union, Poland, Romania, and even China are thinking of estab-
lishing banks in Luxembourg for foreign trade. 
BANKS HELP ECONOMY 
A comparable expansion of the number of personnel working in 
Luxembourg's banking sector has naturally resulted. In 1955, 
1,000 people at the most were employed by banking institutions. 
At the end of 1973, this figure had more than quintupled. Since 
1965 alone, more than 3,000 new jobs have been created in the 
banking sector. This figure corresponds to the number of work-
ers employed by the second largest iron and steel works in 
Luxembourg or by Goodyear, the American tire manufacturer, 
whose firm has been located in Luxembourg for 20 years. 
More than 3.5 per cent of Luxembourg's total active popula-
tion, and a rising percentage of women, are employed by finan-
cial institutions. Last year women made up almost half the work 
force in this sector, while in 1965 they constituted only one third. 
In banking, as in all other branches of the Luxembourg econ-
omy, the small local work force often cannot meet the job 
demand. The top management is usually "imported" from the 
mother companies, but the banks have to scour the job markets 
of neighboring countries-Germany, Belgium, and France-to 
find middle level workers and secretaries. Out of the 5,121  per-
sons employed by banks at the end of 1973, 27 per cent came 
from foreign countries, while in 1965 this figure was less than 
15 per cent. 
The importance of Luxembourg's financial center to the econ-
omy of the country itself cannot be defined by the number of 
banks and jobs alone. Excluding salaries paid, banking activity 
accounts for 10 per cent of Luxembourg's total fiscal receipts. 
In taxes paid to the Luxembourg Government, a bank ranks 
third, behind the principal ironworks and Radio-Luxembourg. 
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Many factors have contributed to Luxembourg's transforma-
tion into an international financial center. This small country, 
which enjoys a favorable political and social climate, doesn't 
have any monetary and financial ambitions that might discour-
age the capital of countries rich in foreign exchange. The Lux-
embourg authorities' liberal policy toward foreign capital, very 
liberal exchange controls, a well organized banking system, a 
stock exchange which is not overburdened, and an efficient and 
flexible system of law also play a part in the Grand Duchy's 
growth as a financial center. 
TAX LAWS ATTRACT CAPITAL 
Luxembourg's laws on holding companies were adopted in 1929 
with the view of attracting foreign capital. Under the laws, only 
A street scene In  Luxembourg. holding companies in the strict sense of the word-administra-
tive companies, as it were, whose sole activity consists of in-
vesting capital in other non-industrial or non-commercial com-
panies-had privileged tax arrangements. Since the late Fifties, 
however, Luxembourg authorities have given the laws a dynamic 
interpretation to include common investment funds, group fi-
nancing companies, their branch offices and other joint invest-
ment projects, financial holdings for bank participation. 
Exempt from national or local income taxes, holding com-
panies in Luxembourg are obliged only to pay a capital sub-
scription tax at the time of their creation and an annual sub-
scription tax. These two taxes are a function of the amount of 
capital the company holds, its stock, and its transactions' value. 
This tax system has frequently been criticized abroad. In par-
ticular, when deciding on the site for the Community's proposed 
European Reserve Fund, some EC countries initially ruled Lux-
embourg out as the location unless its tax Jaws were amended. 
Luxembourg successfully argued, however, that its system is 
no more advantageous than comparable asessment systems in 
other EC countries, and that major concessions in its system 
should not be made without a general Community-wide harmo-
nization. 
Luxembourg's amazing evolution as a financial center has 
also been aided by the liberal organization of the financial mar-
ket. Commercial and financial transactions are in no way re-
stricted. International capital movements are not declared. Fur-
thermore, a double exchange market exists-an official ex-
change market for current payments of charges and a free 
market for strict capital movements. 
One of the main reasons for Luxembourg's financial growth 
has been completely beyond that country's control, however. 
That is the rapid extension of the Eurodollar market. Due to a 
deteriorating US balance of payments, the United States 
decided, in 1963, to impose an equalization tax on interest rates 
with the acquisition of foreign values by American brokers and, 
in 1965, to apply this same tax to American banks' foreign 
credits. Two parallel international financial markets resulted-
the Eurocurrency market and the market for European issues. 
Luxembourg's position in the financial world rose on both mar-
kets, with the Euro-issues being the more important. 
One final statistic can best illustrate Luxembourg's financial 
importance: In 1973 the general financial statement of Luxem-
bourg's banking sector registered approximately $21  billion, of 
which $15 billion came from international operations. 
The  London Stock Exchange  during  last winter's  energy crisis. "British banks,  probably out of respect for London's financial tradition,  have  so  far been reserved about locat-
ing in Luxembourg." 
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us-Ec Relations 
proponents of multinationals and 
their critics." Some of the restric-
~~~~~~~~~~~~~~~~~~~~~~~~~~~ tivemeasuresrecommended in 
the report would seriously reduce 
international business climate as 
EC industrial and anti-trust poli-
cies evolve. Improved govern-
mental consultation and more 
frank disclosure of information 
about the activities of multina-
tionals will, in the long run, allay 
suspicions and  bolster confidence 
in international business, he con-
cluded. (For excerpts from joint 
EC-US parliamentary hearings on 
multinationals, see page 1  0). 
Krag cans lor Atlantic cooperation 
Honest and effective cooperation 
between the United States and 
the Common Market is essential 
to maintain free trade in the cur-
rent climate of crisis, said Jens 
Otto Krag, head of the EC Wash-
ington office, in an October 3 ad-
dress to a New York luncheon 
sponsored by the New York 
Chamber of Commerce and In-
dustry in cooperation with the In-
ternational Study and Research 
Institute. 
Krag stressed the "rich pos-
sibilities for plural dialogues, 
multilateral discussions and 
agreements, trade ... and actions 
in all human fields across all of 
the present frontiers" of "a newly 
multipolar world." He called upon 
the United States and other in-
dustriai powers to join the Com-
munity in the search for new and 
strengthened forms of interns-
national cooperation to restore 
world order and to head off a 
rash of restrictions which would 
ultimately "make us all poorer." 
Krag appealed to the US Ad-
ministration, in its anti-inflation 
efforts, "to see further than its 
own economy, to see what reper-
cussions the measures taken in 
this country will have in Europe." 
In concluding, Krag stressed that 
"the basis on  which world peace 
has been kept so far has been the 
US-European tandem, and that 
only in cooperation across the 
Atlantic will we be able to solve 
the free world's present prob-
lems." 
Nuclear lnlormation Accord Signed 
The United States and the Euro-
pean Atomic Energy Community 
(Euratom) have a new, three-year 
accord on nuclear science and 
technology information. 
A "memorandum of understand-
ing" was signed in Brussels on 
September 19 between the Uhited 
States, Euratom, Belgium, Ger-
many, Ireland, Italy, Luxembourg, 
and the Netherlands. The parties 
to the memorandum undertake to 
coordinate their efforts in collect-
ing, evaluating, processing, and 
disseminating nuclear documents. 
The cooperation accord takes 
note of the program of the Inter-
national Atomic Energy Agency to 
develop an  international nuclear 
information system. 
Multinational Misunderstandings 
Misunderstandings over foreign 
investment have created, in cer-
tain cases, "unproductive adver-
sary relationships" which have 
masked the true benefits of for-
eign investment, according to 
Joseph A. Greenwald, US Am-
bassador to the European Com-
munity. Speaking at a symposium 
on multinational corporations held 
in Nice, France, September 25, 
Greenwald called for "a meeting 
of the minds" among investors, 
national governments, and labor 
union representatives to over-
come prejudice and enhance in-
ternatjpnal business cooperation. 
Greenwald was critical of a re-
cent United Nations report on 
multinational firms, which, he 
said, "missed an opportunity to 
help bridge the gap between the 
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investment flows to those coun-
tries which most need them, 
Greenwald said. 
Concerning the European situ-
ation, the Ambassador felt that the 
EC competition principle of non-
discrimination against non-EC 
firms would be a helpful aid to the 
ortoli Visits New York 
Despite Europe's present difficul-
ties, according to EC Commission 
President Franc;:ois-Xavier Ortoli, 
"a completely new realty is 
emerging, a reality which every-
body in the world must take into 
account." 
In New York on September 26 
to address the Inter-Alpha Group 
of Banks, Ortoli said that Europe 
today is "at once ambitious and 
troubled." Since the nine EC 
countries are engaged in what 
Ortoli called a "revolutionary en-
terprise," current troubles should 
not be astonishing. 
"We are in a period of crea-
tion," Ortoli said, "and every day 
proves that this creation is cer-
tainly a difficult one ....  But let us 
not only see problems and ob-
stacles, we also have to be aware 
of the progression, the move for-
ward which certainly exists." 
us Assurances on soybean Exports 
US Assistant Secretary of Agri-
culture Clayton Yeutter assured 
Commission farm officials Sep-
tember 18 that the United States 
would not impose export controls 
on soybeans this year. 
The Community imports nearly 
three-fourths of its total protein 
feed supplies, mostly from the 
United States. Last year soybean 
export controls were imposed by 
the United States. 
Yeutter was making a European 
tour to follow up discussions held 
in Washington in August by EC 
Agricultural Commissioner Petrus 
J. lardinois and US Agricultural 
Secretary Earl L.  Butz (see Euro-
pean Community No. 180, page 
16). 
Mutual Crises can lor cooperation 
While the future design of Euro-
pean unity is a matter for the Eu-
ropeans themselves, the United 
States would like nothing better 
than to collaborate with a second 
strong power in the West, for 
mutual problems require mutual 
cooperation, said US Ambassador 
to the European Community 
Joseph A.  Greenwald October 4. 
Lecturing before the North At-
lantic Treaty Organization (NATO) 
Defense College in Rome on the 
theme "The Atlantic Alliance alld 
European Unification," Greenwald 
reiterated continued US support 
for the process of European unity. 
He said that many of the under-
lying reasons for US backing of 
Europe in the early postwar era 
are still valid today despite the 
vastly different circumstances. Full consultation on  matters of 
mutual interest is the key to 
healthy US-EC relations in the fu-
ture, the Ambassador continued, 
and with EC adoption of the 
"Gymnich Formula" (reference to 
the "Nine's" political cooperation 
meeting in early June) "interim 
arrangements for US-EC consul-
tations have been worked out." 
Greenwald concluded by noting 
that mutual crises, such as agri-
cultural surpluses and shortages 
and massive inflation, will narrow 
differing US and EC  policy ap-
proaches. 
1873 Ec-us Trade Balance 
In the first year of the_  enlarged 
Community, its trade balance with 
the United States ran a deficit of 
1.9 billion units of account (UA), 
according to statistics released by 
the EC Statistical Office in Sep-
tember. (dne UA equals $1.20635 
at current rates.) 
The Community imported UA 
External Relations 
15.460 billion in  US goods, while 
exporting UA 13.538 billion last 
year. The EC 1973 trade balance 
with all third countries also ran a 
deficit of about UA 4.9 billion, 
with a total of UA 89.507 billion in 
imports and UA 84.562 billion in 
exports. 
canadlan-EC Discussions 
The possibility of a broad trade 
agreement between Canada and 
the European Community was to 
be discussed between Canadian 
Prime Minister Pierre Elliot Tru-
deau and  EC Commission officials 
in  Brussels October 23-25. 
Canada proposed the establish-
ment of a "direct contractual link" 
with the Community in an April 20 
memorandum to the Commission. 
Following exploratory talks with 
Canadian authorities, the Com-
mission informed the Council on 
September 12 that it favors ex-
ploring a new type of agreement 
providing a broad EC framework 
for economic and commercial co-
operation between Canada and 
the member states, extending 
beyond classic trade policy mat-
ters such as tariffs and quotas. 
Bangladesh Minister Visits Brussels 
Kamal Hossain, foreign minister 
of Bangladesh, the world's eighth 
most populous country and one of 
the world's poorest, held talks in 
Brussels, September 12, with EC 
Commissioner Claude Cheysson, 
responsible for development aid, 
and Commission President 
FranQois-Xavier Ortoli. 
The talks covered the projected 
$500 million EC contribution to 
the United Nations fund for the 
countries most seriously affected 
by the energy crisis. Among these 
countries, Bangladesh, according 
to Hossain, has a payments posi-
tion so critical that food import 
needs may not be met. (See page 
5 for a discussion of the EC con-
tribution to the UN fund.) 
Also discussed were a com-
mercial cooperation agreement, a 
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sectoral agreement on coir and 
coir products, maintenance of 
present concessions on jute ex-
ports to Britain and Denmark be-
yond the end of 1974, and access 
to the EC's global aid fund for 
non-associated countries when it 
is created. 
Hossain was assured by Cheys-
son that EC shipments of nearly 
70,000 tons in emergency food aid 
would be sent to the flood stricken 
areas in Bangladesh by early 
October. 
Turkish Foreign Minister Visit 
Turkish Foreign Minister Turan 
Gunes met on September 19-20 in 
Brussels with EC Commission 
President FranQois-Xavier Ortoli 
and other Commissioners. Greek 
Foreign Minister Georges Mavros 
visited Brussels September 10 
(see European Community No. 
180, page 15). 
Turkey, like Greece, has an as-
sociation agreement with the 
Community designed to lead to 
eventual membership. The pur-
pose of the Gunes visit seemed 
mainly to reassure the Community 
that Turkey, like Greece, would 
seriously consider taking up the 
membership option when the time 
is ripe. 
Gunes warned, however: "If 
Greece were to join now, its 
economy would be drowned and 
ours (Turkey's) would be asphyx-
iated. If we entered together, we 
would both be drowned." 
Eventual EC membership for 
both Greece and Turkey "in the 
distant future," Gunes said, could 
serve an important political pur-
pose in resolving the recurrent 
conflicts between the two states. 
But, the Turkish minister reiter-
ated, the economic circumstances 
must be carefully considered. 
EC-Arab Dialogue Continues 
The European Community's dia-
logue with the Arab countries on 
potential areas for mutual eco-
nomic and technological cooper-
ation was expected to move for-
ward with October talks between 
EC Commission Vice President 
Henri Simonet and Ali Attiga, sec-
retary general of the Organization 
of Petroleum Exporting Countries 
(OPEC). Simonet announced the 
talks at a September 27 news con-
ference in Brussels. 
Simonet, responsible for EC 
energy policy, emphasized the 
need for the Community to play a 
role in international energy policy-
making and for the Commission 
to attend future meetings of the 
"Group of Twelve" oil-consuming 
countries. The Twelve, who tenta-
tively agreed September 20 to set 
up an oil sharing plan during 
crises, consist of eight EC mem.,. 
ber states (excluding France), the 
United States, Canada, Norway, 
and Japan (see European Com-
munity No. 180, page 3). 
Also participating in the Oc-
tober 7 talks was Commissioner 
Claude Cheysson, responsible for 
EC development aid policy. 
EC-ASEAN cooperation 
The European Community is com- sociation of South East Asian Na-
mitted to a new cooperation policy  tions (ASEAN), Commission Vice 
toward non-associated develop- President Christopher Soames 
ing countries, including the As- told ASEAN ministers at a Sep-
.  J tember 24-25 meeting in Djakarta, 
Indonesia. 
A joint study group has been 
set up by the Commission and 
ASEAN, a decision taken during 
the Djakarta talks. The Community 
is interested in closer ties with 
ASEAN as part of its commitment, 
resulting from EC enlargement, to 
Commonwealth Asia and other 
Asian countries. ASEAN is par-
ticularly interested in the EC gen-
eralized preference system, trade 
promotion, and the Community's 
nascent global development pol icy. 
The Djakarta talks were the 
third such meeting between the 
Commission and ASEAN ministers 
since June 1972. ASEAN members 
are Indonesia, Malaysia, the 
Philippines, Singapore, and Thail-
and. Soames attended the ASEAN 
meeting as part of a six-week of-
ficial visit, which also took him 
to Australia, New Zealand, Singa-
pore, and the Philippines. 
Relations with Australia and New zealand 
Both Australia and New Zealand 
want to develop a "deeper and 
more confident relationship with 
the Community," Commission 
Vice President Christopher 
Soames concluded after a six-
week trip to those countries and 
Indonesia, Malaysia, the Philip-
pines, Thailand, and Singapore. 
have set about adapting their 
trade patterns accordingly. They 
"no longer see themselves as an 
extension of British farmland with 
a duty to provide cheap food to 
the British market,"although natur-
ally they want to continue supplying 
the Community. 
Regular ministerial-level con-
tacts will be held with New Zea-
George Mavros visited Brussels 
September 10-12 and met with 
Commission assurances that the 
association agreement could now, 
with the re-establishment of Greek 
democracy, be "unfrozen." 
Meanwhile, Greek Defense 
Minister Evangelos Averoff re-
ERA·EC Trade Boost 
Trade between the Europen Free 
Trade Association (EFTA) and the 
European Community increased 
by 35 per cent during 1973, ac-
cording to EC statistics released 
in September. It was the first year 
in which the two were linked by 
special trading arrangements, 
negotiated to coincide with EC 
enlargement-which brought two 
former EFTA members, Britain 
and Denmark, into the Community 
on January 1, 1973. 
The Community is every EFTA 
At an October 4 Brussels news 
conference, Soames said both 
countries regard the enlarged 
Community as here to stay and 
land and Australia in the future,  Economy 
the Commissioner responsible for 
EC external relations said. 
EC-tsrael Trade Talks 
After a year's delay, the Commis- for Israel's farm goods, and pos-
sion resumed negotiations for a  sible industrial, scientific, and 
European Community trade agree- technological cooperation. 
ment with Israel October 1-2.  Similar trade negotiations with 
The talks focused on potential  other Mediterranean countries-
Israeli tariff reductions for EC in- Morocco, Tunisia, Spain, and 
dustrial products, EC concessions  Algeria-were also scheduled. 
Thawina EC-oreace Association 
tnllatlon Still Rages 
The Community's annual rate of 
inflation in the 12 months through 
July came to 13.3 per cent, ap-
proximately the same as the in-
dustrialized world average. 
EC countries running above this 
average were Italy at 18.9 per 
cent, Ireland (16.2 per cent), 
Britain (17.1  per cent), Denmark 
(15.9 per cent), France (14.4 per 
sponded to the Council of Eu-
rope's Consultative Assembly 
September 27 vote to make Greek 
Council membership contingent 
on the holding of parliamentary 
elections by announcing they 
would be held in early November. 
country's most important trading 
partner, and accounts for over 
half the total trade of Sweden, 
Switzerland, and Austria. The 
biggest increase in imports from 
the Community in 1973 was 43 per 
cent in Norway. The greatest 
EFTA export increases to the 
Community were in Iceland (83.2 
per cent}, Portugal (41  per cent), 
and Sweden (40 per cent). 
The trade agreement with the 
remaining EFTA country, Finland, 
did not come into force unti11974. 
cent), and Belgium (13.7 per cent). 
Below the norm were Luxembourg 
(1 0.1  per cent), the Netherlands 
(9.6 per cent), and Germany, 
which at 6.9 per cent, holds the 
record for the industrialized world 
in keeping prices down. 
EC consumer prices jumped by 
1.1  per cent in July, compared to 
0.9 per cent in June. 
The European Community's asso-
ciation agreement with Greece is 
being resumed in accordance 
with a September 17 Council of 
Ministers resolution. (For a dis-
cussion of the association agree-
ment, see European Community 
No. 180, page 12.) 
Community for four years to pro-
tect its infant tire industry. Other 
measures, such as the signing of 
protocol agreements and release 
of European Investment Bank fi-
nancial aid, were to be announced 
at the next EC-Greece association 
council meeting. 
Slmonet-Friedman Dialogue 
Greece will keep high customs 
duties on tire imports from the 
The Council decision came 
after Greek Foreign Minister 
19  EUROPEAN  COMMUNITY NOVEMBER 1974 
EC Commission Vice President 
Henri Simonet and American 
economist Milton Friedman en-
gaged in a dialogue on solutions 
to inflation at a round-table dis-
cussion on "Inflation in Western 
Society," sponsored by the US 
Embassy in Brussels on Septem-
ber 8. 
Arguing against wage-price 
controls in favor of price indexa-
tion, Friedman said: "Only by hav-
ing the government spend less, 
slowing down the rate at which 
they print money, and using 'esca-
lator clauses' to absorb the public pressure for price increases, can 
we expect to reduce inflation to a 
controllable level." 
is needed is a long term effort be- Agriculture 
tween management and labor, 
covering all aspects of economic 
policy, not just the monetary side."  Simonet, responsible for EC 
fiscal policy, claimed that inflation 
was just as much a political prob-
lem. "Indexation is only an eco-
nomic sedative," he said. "What 
Both agreed that the ability of 
the poor to cope with inflation 
must be improved either through 
subsidies or tax exemptions. 
Emergency Farm Measures APProved 
Trimming 1175 EC Budget 
The European Parliament has its 
say in November on the draft EC 
1975 budget, which then returns 
to the Council of Ministers for a 
final decision at the end of the 
year. 
The draft budget put forward 
by the Commission was cut back 
from 6.9 billion units of account 
(UA) to UA 5.5 billion, when the 
Council met to discuss it for the 
first time September 23. (One UA 
equals $1.20635 at current rates.) 
The main casualties of the 
economy drive-which will cut 
budget growth from 37 per cent to 
less than 10 per cent-were the 
social action program, industrial 
development contracts, the re-
gional fund, and food aid. 
Moderate Growth Expected 
Emergency measures to aid Eu-
ropean Community farmers were 
agreed to by the EC Council of 
Ministers September 20 in Brus-
sels, subject to the formal ap-
proval of the Germany Govern-
ment. German approval came 
October 2 (see page 8). 
The measures included: raising 
farm prices by 5 per cent imme-
diately; moving the 1975 price-
setting negotiations to February 1 
from April 1; raising beef cattle 
subsidies and the British guaran-
teed milk price by 5 per cent, and 
calculating next year's farm prices 
so as to compensate for the high 
inflation rates of the past two 
years. 
The Council also took a number 
of measures designed to alleviate 
specific national difficulties. These 
included improving aids for distil-
lation of wine in Italy and France, 
where good harvests have re-
sulted in a wine surplus, and de-
valuing the "green" pound in 
Britain and Ireland, i.e. modifying 
farm prices to take the deprecia-
tion of the pound into account. 
The nine EC countries can expect 
moderate economic growth over 
the next 15 months but will still 
face serious inflation problems, 
according to the annual EC eco-
nomic report, adopted by the 
Commission and sent to the Coun-
cil in September. 
pared to 2.5 per cent in 1974. The 
1974 consumer price increase of 
13 per cent would drop to 10.5 
per cent in 1975, the report said. 
Toward Sater Farming 
The report said the Commu-
nity's real growth rate would 
Besides record inflation levels, 
the Community has been hit by a 
deficit on current account ap-
proaching $20 billion this year. In 
1973 the Community enjoyed a $1 
billion surplus. 
A recent EC Commission study 
shows that rapid mechanization 
of farms and the rising use of 
pesticides and insecticides in-
crease illness and injury in mem-
ber states. To illustrate the prob-
lem, September 15-22 was de-
clared "Safe Farming Week." 
reach 3.5 per cent next year, com- The study showed, for example, 
that 349 people died using trac-
~~~~~~~~~~~~~~~~~~~~~~~~~~  tors in  lt~yin 1969;1,379 peo~e 
Europe's Monetary Future 
At their first meeting of the fall, on  in some member states about the 
September 16, EC finance min- advisability of going ahead with 
isters took a broad look at the  monetary cooperation without ac-
died and 22,030 were injured in 
the agricultural sector in Germany 
in 1970; in Britain there were 
6,212 farm accidents in 1972, of 
which 120 were fatal. 
To supplement the ongoing 
Community work on harmonized 
rules for the safety of agricultural 
machinery and standards for 
pesticides and fertilizers, the 
Commission backed a coordi-
nated farm safety week, during 
which member governments orga-
nized programs in their respective 
countries.  · 
monetary future of European co-
operation. 
companying economic moves, 
were to be studied further.  coordinating Farm Research 
Proposals were put forward for 
a new unit of account and new 
rules for concerted floating of 
Community currencies based on 
the existing "snake" (to which 
only five countries still adhere) 
but with greater built-in flexibility 
and coordinated action on Euro-
currency markets. These propos-
als, which aroused reservations 
The ministers agreed to extend 
the existing 1.6 million units of 
account (UA) Community-backed 
short-term credit facilities to Italy 
for three months. (One UA equals 
$1.20635 at current rates.) 
Also discussed was the pos-
sibility of EC loans floated on the 
international market to help mem-
ber states in economic difficulties. 
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A regulation to coordinate and 
stimulate national agricultural re-
search activities throughout the 
European Community was adopt-
ed by the Council of Ministers in 
September. 
A standing committee on agri-
cultural research will be set up to 
advise the Commission on re-
search trends, developments, and 
application of results. The commit-
tee, made up of member state and 
Commission representatives is to 
be chaired by the Commission. 
The regulation also allows the 
Commission to propose specific 
programs to be jointly under-
taken by national scientists and 
partly financed by the Community. sugar HelP tor Britain 
Britain will not be forced to pay 
world prices for sugar when its 
Commonwealth Sugar Agreement 
expires this year, according to a 
recent Commission proposal. 
Britain, the largest EC sugar 
importer, has been importing 
sugar at favorable terms under the 
agreement. According to the pro-
posal, the Community would buy 
sugar on the world market and 
sell it to Britain at the EC price 
(one third of the world price). The 
Community would partly offset its 
loss by selling EC sugar on the 
world market. 
Calendar 
SEPTEMBER 
2 Commission sends Council pro-
posal recommending normaliza-
tion of association agreement with 
Greece (see page 19). 
9 Commissioner Claude Cheysson 
--------------------------- discusses Community develop-
Enaray 
ment aid policy and food aid 
to developing countries at Brus-
sels press conference (see page 
5). 
10-11  EC,  US,  and Japanese rep-
common Energy PolicY Go-Ahead 
resentatives resume negotiations 
in Brussels for a "gentlemen's 
agreement" on export credits 
(see European Community No. 
180, page 3). 
The EC Council of Ministers on 
September 17 reaffirmed the "po-
litical will to draw up and imple-
ment a Community energy policy.'' 
The Council emphasized that 
this common energy policy will 
enable the Community progres-
sively to express a united point of 
view on energy problems vis-a-vis 
non-member countries. 
Before the end of the year there 
will be a special Council session 
devoted to translating the targets 
for 1985 energy production and 
social Policy 
use put forward by the Commis-
sion into concrete programs. 
The programs will be guided by 
the need to reduce the rate of 
growth of internal consumption 
and to improve security of supply. 
In particular, the programs will 
call for developing nuclear power 
production, using the Commu-
nity's hydrocarbon and solid fuel 
resources, maintaining diversified 
and reliable external supplies, and 
developing new technologies and 
energy sources. 
10-12 Greek Foreign Minister 
Georges Mavros visits Brussels 
(see page 19 and European Com-
munity No. 180, page 15). 
12 Commission Vice President 
Henri Simonet addresses the Na-
tional Union of Mineworkers in 
London. 
12 Bangladesh Foreign Minister 
Kamal Hossain visits Brussels 
(see page 18). 
13 Commission President 
Franc;:ois-Xavier Ortoli addresses 
the annual conference of the As-
sociation of European Journalists 
in Mainz, Germany. 
social Fund Grants to Help workers 
13 Commission meets with Ital-
ian Confederation of Business 
(Confindustria) to discuss re-es-
tablishment of stable economy 
and balance of payments equi-
librium. 
Over 83,000 workers will benefit 
from the latest grants from the EC 
social fund. The allocations an-
nounced in September amount to 
77.7 million units of account (UA) 
and bring the total granted so far 
in 1974 to UA 140.3 million. (One 
UA equals $1.20635.) 
The bulk of the money will go 
to worker retraining programs in 
the Community's underdeveloped 
regions or industries overtaken by 
new technological developments. 
The major beneficiary countries 
are: the United Kingdom (UA 30 
million), Italy (UA 15.8 million), 
and France (UA 11.4 million), fol-
lowed by Belgium (UA 5.5 million), 
Netherlands (UA 2.5 million), 
Denmark (UA 1.5 million), Ger-
many (UA 1.9 million), and Ireland 
(UA 1.4 million). 
The remaining money-UA 7.1 
million-will go to textile and agri-
14 EC heads of government and 
Commission President Franc;:ois-
Xavier Ortoli meet in Paris (see 
European Community No. 180, 
page 3). 
15-22 Safe Farming Week in  Eu-
rope (see page 20 ). 
cultural workers forced to leave  16 Finance ministers meet in 
those industries in Germany (UA  Brussels (see page 20). 
2.8 million), France (UA 1 million),  17-20 Council meets in Brussels 
and Ireland (UA 3.3 million).  to discuss emergency agricultural 
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measures (see pages 7 and 20 ). 
17 Council agrees to "defreeze" 
association agreement with 
Greece (see page 19 ). 
17 Council meets in Brussels to 
discuss common energy policy 
(see page 21 ). 
18 US Assistant Secretary of Agri-
culture Clayton Yeutter visits 
Brussels (see page 17). 
19 Agricultural ministers meet in 
Brussels to discuss sugar. 
19-20 Turkish Foreign Minister 
Turan Gunes visits Brussels (see 
page18 ). 
23-26 European Parliament holds 
plenary session in Strasbourg, 
France, and discusses agricultural 
"crisis" (see page 6), EC-Greece 
relations (see page 19), energy 
policy (see page 21}, and trans-
port policy. 
24-26 Commission-sponsored 
conference on  iron and steel pol-
lution is held in Luxembourg. 
24-25 Commission Vice President 
Christopher Soames meets with 
Association of South East Asian 
Nations (ASEAN) ministers in 
Djakarta (see page 18). 
25 Commission Vice President 
Carlo Scarascia-Mugnozza ad-
dresses European Parliament on 
common transport policy. 
25 Commission approves credits 
to help finance retraining 7,458 
workers following shutdown of 
German plant. 
25 Commission adopts draft pro-
posal for advisory committee for 
freedom of establishment for 
doctors. 
26 Commission President 
Franc;:ois-Xavier Ortoli addresses 
Inter-Alpha Group of Banks, New 
York (see page 17). 
27 Commission Vice President 
Henri Simonet holds press con-
ference in Brussels (see page 18). 
30 Princess Beatrix and Prince 
Claus of The Netherlands pay 
working visit to the Commission in 
Brussels. Europe Update 
"AN  ESSENTIAL  BREAKTHROUGH/.'  were  UN  Secre-
tary General  Kurt  Waldheim's  words,  at 
an  October  14  New  York  press conference, 
to describe the  European  Community's 
contribution to  the  UN  special fund  for 
developing countries hardest hit by 
rising food  and  oil prices.  The  $150  mil-
lion in immediate  EC  aid was  decided Oct-
ober  3 by  the  EC  Council  (see page  5). 
THE  WORLD  FOOD  CONFERENCE  (see page  3)  was 
expected  to hear a  united voice  from  the 
nine  EC  member  countries  through  French 
Agriculture Minister Christian Bonnet,  in 
his role as  EC  Council  President.  On  Oct-
ober  15,  the Council  formulated  a  common 
stand on  increased farm  production in 
developing  countries,  a world  food  alert 
system,  coordination of storage plans, 
food  aid,  agricultural trade,  and  follow-
up  to the  food  conference.  Meanwhile, 
the Community  began  efforts to meet  India's 
request for one  million tons  of cereal to 
head  off widespread famine. 
A MOSCOW  VISIT  INVITATION  to EC  Commission 
President Francais-Xavier Ortoli is under 
study by  the Community.  The  invitation, 
issued by  Nikolai Fadeyev,  Secretary Gen-
eral of the Council  for  ~futual Economic 
Assistance  (Comecon),  marks  the latest in 
a  series of Comecon  approaches  for rela-
tions with the Community  (see  European 
Community  No.  170,  page  18). 
A EUROPEAN  POLITICAL  WILL  must  be  confirm-
ed,  according to French Foreign Minister 
Jean Sauvagnargues,  in order to maintain 
the Community's  achievements.  Speaking  to 
the French National Assembly's  Foreign 
Affairs Committee  October  10,  the  EC 
Council  President in Office said economic 
and  political cooperation must  proceed 
simultaneously,  to move  from  the European 
Economic  Community  to European  Union. 
France's position on  energy policy,  he 
said,  "can be  stnnmarized  in one  formula: 
reduction of consumption  and  long-term 
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solidarity among  the producer and  consumer 
countries." At  an  October  15  EC  Cotm.cil 
meeting  in Luxembourg,  Sauvagnargues  said 
the proposed  12-nation oil consumers  group 
could conflict with efforts to create a 
common  EC  energy policy.  France has  not 
yet decided whether  to join the group 
of the eight other  EC  countries,  the 
United States,  Canada,  Japan,  and  possibly 
Norway. 
FLOATING  A LOAN  to help  EC  countries cover 
their oil deficits was  agreed upon  by  the 
EC  Council  October  21  (see page  14).  Next 
year the Community  will be  able to borrow 
up  to  $3  billion from  oil-producing 
countries  to relend to  EC  countries with 
payments  deficits.  The  loans will be 
guaranteed by  the nine  EC  countries col-
lectively.  Recipients will be  decided 
on  a  case-by-case basis,  although  Italy 
is expected to be  the first to take 
advantage. 
UN  OBSERVER  STATUS  enabling the European 
Community  to participate in the UN  Gen-
eral Assembly's  sessions and  committee 
work  was  unanimously  approved by  the 
Assembly  October  11.  This  followed  a  re-
quest by  France's Louis  de  Guiringaud, 
speaking  as  the representative of the coun.-
try now  holding  the  EC  Council  presidency.-
Guiringaud noted  the Community's  achieve-
ments  in trade,  connnon  policies, and  de--
velopment  aid and  added:  "European  econ-
omic  unity, which  was  established in 
order to put a  final end  to war  in Europe, 
cannot but serve  to maintain peace  and 
international equilibrium." 
US  AND  EC  TECHNICAL  EXPERTS  met  in Brus-
sels October  15-16  to discuss nontariff 
trade barriers in the industrial sector. 
The  exchange  of views,  a  technical-level 
follow-up  to regular semi-annual US-EC 
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